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ABSTRACT 
Mutual fund is still not very popular in Hong Kong. 
The penetration is estimated to be 3 percent, far below 
35 - 40 percent reported in western countries. The boom 
of property and stock market in the past decade shows 
that capital asset is there but just surprisingly not 
channeled into the mutual fund market• 
By studying secondary data, it can be shown that 
Hong Kong has a very favorable environment for the 
development of mutual funds. The growing population of 
middle class and the social wealth almost ensure its 
social acceptance. According to the 4P analysis, much 
effort has been spent on product innovation, promotion, 
distribution network and pricing strategy. The track 
record of fund managers is also very promising. In 
addition to the introduction of Mandatory Provident Fund 
that brings in much cash inflow, the mutual fund market 
is set to prosper. 
Nevertheless, the market development is still very' 
sluggish. Why is it? What is going wrong? This report 
suggests that lack of confidence on the professionalism 
of fund managers should be the key. Without a proper 
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monitoring mechanism like the linkage of manager‘ s 
earning with a fund's profit and increase of operation 
transparency, we hardly see a real boom of mutual fund 
market comparable with that in western countries in near 
future. 
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Statement of the Problem 
Tales from elderly men and women who lost their life 
savings have become all too common in recent months, many 
retail investors just seemed to repeat the same mistake 
they made in 1994, or even in 1987, i.e. they put their 
eggs in one basket. 
Had they not learnt the lesson? Our findings tell us 
that retail investors in Hong Kong tend to put most of 
their money in only four types of investment instruments, 
namely, Hong Kong dollar fixed deposit, foreign currency-
savings deposit, properties and stocks. 
Over the past 15 years, investors have been well 
educated that the interests recouped from the deposit 
accounts can hardly overcome the inflation, the negative 
real interest rate has dissuaded many of them from 
keeping cash in bank, and money therefore went to the 
property market and the stock market which drove prices 
to sky-high level and created a bubble economy. The Asian 
financial crisis eventually pierced the bubble and the 
consequences were painful. Not only the speculators have-
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their fingers burnt, entrepreneurs, middle-class, lower-
class ,virtually everyone had to share the pain. 
Of course the investment pattern alone was not to 
blame for starting the fire, but that was certainly one 
of the factors that have made the Hong Kong economy shaky 
and the investment environment speculative, and in 
economic terms, resources did not appear to be allocated 
to the most productive areas. So our proposition is that* 
there is a mismatch of investment channels and investor 
needs in Hong Kong. It could be that the investment 
instruments are not enough for our investor base, or 
perhaps our investors are simply not making the best use 
of available channels and putting their money in the 
wrong places, either way this mismatch is seen to bring 
us negative consequences, 
In the meantime, our findings in the demographics 
study show that the trend of the newly emerging middle-
class is apparent, together with their high level 〇f° 
savings these represent enormous investment needs going 
forward (great news for investment managers), but these 
also present challenges to the economy in the sense that 
if the aforesaid investment cannot be channeled to the 
right places, the bubble may be bigger next time. 
Our next proposition is that mutual funds (or unit 
trusts) would be the ideal instrument to bridge the gap. 
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Although mutual fund has existed in Hong Kong for more 
than 20 years, it is still an exotic product, with a 
stagnant market penetration of only 3 percent throughout 
these years, and the general public's knowledge of it is 
still very lindted. This is way behind the 25 percent 
market penetration in the U.S.. 
Having said that, our project is to examine the Hong 
Kong mutual fund industry from a marketing perspective, 
to find out the current issues, and more important, we 
are looking for viable solutions to develop, if not 
explore, the market, and hopefully to break the ice 
before the millennium. Our mission is to furnish an 
investment environment that matches the real needs of our 
customers (i.e. the investors)。 
Report Structure 
The report starts with a review of the underlying 
demographics in the society, the trends and their 
implications, in the context of fund management needs. 
And then we will jump to our subject, to study the 
current status of the mutual fund market and the 
achievements so far, and compare that against various 
industry benchmarks. 
The market development so far has been stagnant and 
disappointing. Why's that? Ninety percent of the 
international fund management companies selected Hong 
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Kong as their Asia Pacific regional headquarters, and 
none of them is seen to be walking out, yet they are not 
making progress in breaking the ice? We will go back to. 
the basics to perform an in-depth study of the industry 
from a marketing perspective, this includes the study of 
the customers (anyway customers are always right) and the 
4Ps, and then we will find out why mutual funds are 
getting cold shoulder in Hong Kong. 
Finally the mega-trends of the society cannot be 
overlooked, in particular the introduction of Mandatory 
Provident Fund (MPF) is believed to be a grand prize for 
the fund managers and the industry. The Hong Kong 
Government has made a big effort to establish the. 
legislation recently. Subject to its passage, this is 
anticipated to provide the missing stimulus from previous 
years. 
In the conclusion, we will summarize our findings 
obtained above, and we will make a few recommendations as 
to how we can turn things around to repackage this 
product and to lure more public interest. 
Methodology 
A couple of surveys on investor behaviors and the 
Hong Kong mutual fund industry have been done in the past 
by various parties including the Stock Exchange of Hong 
Kong, the Hong Kong Investment Fund Association (HKIFA), 
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the University of Hong Kong, Investment Companies 
Institute of the U.S., etc. The list of surveys are 
posted in the Bibliography section. 
These publications provide the statistics that are 
invaluable to our study. Instead of re-inventing the 
wheel, we decided not to do a questionnaire ourselves but 
to extract the secondary data provided by these 
professional bodies. So we will do a literature review 
and consolidate the implications of these surveys. 
In addition, we have arranged an interview with a 
sales manager of Templeton, one of the top fund houses in 
Hong Kong, the interview provided us further insights of 
the industry and the experiences and frustrations 




To study the mutual fund market in Hong Kong, we 
need to first understand the demography of Hong Kong. 
Without a clear picture of the investment norm, it is 
difficult to find out why mutual funds are not popular 
and how the penetration can be increased further. 
Findings 
Retail Participation in Investment 
According to the 、、Market Survey of Retail Investor" 
conducted in October 1994 by the Stock Exchange of Hong 
Kong, there were 1,516,000 individuals (around 3 5 percent 
of the adult population) involved in any kinds of 
investment. The most popular instruments were time 
deposit, foreign currency saving deposit, stocks,‘ 
properties, warrants, gold and mutual funds. 
Characteristics of Investors 
The report also shows that a typical Hong Kong 
investor was a male, white-collar worker in his late 30‘s 
with secondary or higher education, and a median monthly 
personal income of HK$ 13,000 or above. Full details of 
the survey can be found in Table 工工-A. 
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TABLE II-A 
CHARACTERISTICS OF INVESTORS 
Characteristics of Investors  
Total Adult Population 4,300,000 100% 
Population of Investors 1,516,000 35% 
Investor Adult Population 
Sex 
Male 57.83% 51% 
Female 42.17% 4 ^  
Age 
21-29 25.78% 21% 
30-39 32.22% 29% 
40-49 19.39% 20% 
50-59 13.17% 11% 
60 or above 9.45% ^ _ ^ . 
Education 
Primary or below 21.95% 42% 
Some secondary 17.34% 16% 
Secondary completed 33.66% 27% 
Post secondary or above 27.05% 15% 
Occupation 
Professional / executive 10.11 % 6% 
Proprietor / trader 5.55% 3% 
White collar 28.66% 20% 
Blue collar 27.23% 32% 
Housewife 15.45% 21% 
Retired 10.72% 15% 
Others 2.28% ^  
Monthly personal income (HK$) 
Less than 6,000 29.57% 48% 
6,000 - 9,999 18.61% 21% 
10,000 - 17,999 29.39% 20% 
18,000 - above 22.43% V[% . 
Monthly household Income (HK$) 
Less than 8,000 10.61% 23% 
8,000 - 11,999 17.23% 24% 
12,000 - 19,999 20.34% 20% 
20.000 - 39,999 32.66% 23% 
40,000 or above 19.16% 10% 
Source: The Stock Exchange of Hong Kong 
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Monthly Household Expenditure 
The Hong Kong Monthly Digest of Statistics published 
by the Hong Kong Government illustrates that the 
expenditure pattern of a family was affected by size of 
household, and the type of house/apartment owned by them. 
In 1994, the average size of a household is 3.5 and the 
monthly household expenditure was HK$ 10,900 for a family 
with a government house and HK$ 21,480 for a family with 
a private house。 
Figure II-A: Monthly Household Expenditure 
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Source: The Hong Kong Monthly Digest of Statistics 
Growth Trend of Income and Expenditure 
Governmental statistics also indicates the real 
household income has increased in the past decade. The 
median nominal monthly income of a household in 1996 was 
triple of that in 1986 (i.e. a 2 00 percent increase) 
9. 
while the increase of CPI index in the same period was 
125 percent. The real increase of household monthly 
income was about 50 percent, as shown in Table II-B. 
TABLE 工工-B 。 
MEDIAN MONTHLY HOUSEHOLD INCOME 
Year Average CPI (A) Median Monthly Household Increase of 
(compared with 1986-based CPI) Nominal Income (HK$) Real Income 
1986 100% 5,160 0% 
1991 160% 9,964 20% 
1996 225% 17,500 50% 
Source: The Hong Kong Monthly Digest of Statistics 
Besides, the proportion of middle class population 
was also enlarged. Table 工工-C and Figure 工工-B below shows 
that the proportion of middle class was more than three 
times of the proportion ten years ago. 。 
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TABLE II-C 
PERCENTAGE OF HOUSEHOLD CLASS 
Percentage of the Class in Hong Kong 
Class (Monthly Household Income) 1986 1991 1996 
Nominal Adjusted Nominal Adjusted Normal 
Lower Class (Less than HK$ 29,999) 98.1 91.7 91.1 81.2 75.1 
Middle Class (HK$ 30000 - 59,999) 1.5 5.5 6.6 13.7 18.0 
Upper Class (60,000 and over) 0.4 2.8 2.3 ^ J 6.9 
Source: The Hong Kong Monthly Digest of Statistics . 
Figure II-B: Income Distribution 
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Summary 
Over 1.5 million people were found to have invested 
in at least one kind of instruments. Most of them were 
white-collar workers and with secondary or higher 
education level. On average they were in late 3 0‘s. 
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According to the pattern of household expenditure, 
these investors are likely the middle class who had. 
monthly income in the range of HK$ 3 0,000 to HK$ 60,000. 
Governmental statistics indicates the median household 
income was HK$ 17,500, but the household expenditure 
ranged from HK$ 10,900 to HK$ 21,480, depending on the 
size of household and type of houses they owned. It seems 
that most of lower-class household that had an income of 
less than HK$ 30,000 did not have much money left for 
investment. 
The growth of Hong Kong economy since the mid-80s 
has increased the wealth of our society. The real median, 
household income recorded in 1996 was 50 percent more 
than that in 1986. The proportion of middle-class family 
which had monthly income between HK$ 3 0,000 and HK$ 
60,000 also increased from a nominal 1.5 percent (or 
inflation-adjusted value of 5。5 percent) to 18 percent in 
ten years time, all these traits imply a full bloom 
market for mutual funds is by all means possible. 
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CHAPTER III 
MUTUAL FUND MARKET IN HONG KONG 
The mutual fund industry began in Hong Kong when the 
Hongkong and Shanghai Banking Corporation acted as a 
trustee for a fund launched in 1960. Unfortunately, the 
bankruptcy of a unit trust company in the early 1970s 
seriously damaged the industry's image, causing it to 
stagnate until the 1980s when a booming economy and stock 
market re-ignited interest. 
Market Statistics 
In 1985, there were only around 10 fund management 
companies in Hong Kong, and there were less than 100 
funds in total authorized for public sale. Today there 
are more than 120 companies authorized by the Hong Kong 
Securities and Futures Commission (SFC) to transact 
investment products business, and at the latest count, 
there are 772 funds managed by HKIFA members, 
representing total assets of US$ 58.5 billion. The trend 
of the growth is shown in Figure 工工工-A, value of assets 
under management on average has been growing at an annual 
rate of 17 percent. 
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Figure III-A: Number and Value of Funds managed by HKIFA members 
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In product life cycle terms, the market is probably 
still at the introductory stage although mutual funds 
have been introduced to the market for more than 2 0 
years, a couple of surveys were carried out and market 
penetration was found to be still at 3 percent during the 
past years。 Much has been done to push the industry 
forward, number of fund management companies has 
increased tenfold in the past ten years, but are we 
progressing to the next stage in the product life cycle, 
the growth stage? 
Some quick statistics from a benchmark market would 
shed lights to the question, not surprisingly we have 
picked the U.S. as the benchmark in our study due to its 
scale and history. Assets of mutual funds in the U.S. has 
grown to US$ 4.4 trillion by the end of 1997 and this is 
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roughly 80 times the size of that in Hong Kong. And more 
interesting, household owners of mutual funds represent 
37.4 percent of all U.S. households in 1997. On an 
individual basis, 65.5 million individuals owned a mutual 
fund in 1997, this represents a 24.3 percent penetration 
out of a population of 269.2 million. These figures 
suggest the U.S. market is way ahead of us. 
The gap between the Hong Kong and U.S. benchmark 
suggest there are ample opportunities to develop the 
industry here, what we need is more selling activities, 
• 
so let's also look at the sales & trading volume in 
Figure 工工工-B where we can observe two interesting 
phenomena. First, the gross sales of mutual funds on 
average has been increasing at an annual rate of 3 0 
percent throughout the past years, although the increase 
has come with some fluctuation. The growth rate looks 
encouraging, the only problem is that the gross sales has 
always been followed closely by the "unwelcome" 
redemption, and sometimes wiped out completely. 
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Figure III-B: Sales & Redemption offunds managed by HKIFA members 
USD billions 
8| , 
6 : 7 
4 - _/^.,,.:... 
y"""^"""""""^、，"^^"^^^V^ Redemptions 
- X / '-^'" 
2 - ^ _ ^ " "  ,.... .^^.^:ffii^r：<<---------^^^^^^ ‘ 
^^ ^^ ^^ ^^ ^^ ^^ ;^ i^^ ^^ >^" Net Sales 
r^ ‘、'、'么'.', ««—! <^?. -'^"Xl^N mmmm>m H^^jA : 
0 vWT^ TT' 
⑵ I I I I 1 1 1 1 1  
1989 1990 1991 1992 1993 1994 1995 1996 1997 
Source: HKIFA 
As a result, the net sales (i.e. gross sales -
redemption's) is not growing consistently, instead it has 
a tendency to fluctuate with the market sentiment, net 
sales achieved a record high of US$ 1 billion in 1993 
before it went down together with the Hang Seng Index in 
1994, and then it regained the momentum from 1995 onward 
and achieved another record high in 1997. 
Figure 工工工-C is a monthly breakdown and it further 
elaborates this relationship. The gross sales was 
marvelous in the first half of 1997, net sales recorded 
in the first three months already surpassed the net sales 
reported in the full year 1996. Unfortunately the opening 
of the Asian financial crisis in July 1997 started to 
turn things over, and gross sales has been declining 
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since then. Contrary to our prediction that redemption 
would go up after the market went sour, redemption went 
down and tended to follow the gross sales. 
Figure III-C: Monthly Sales & Redemption of funds managed by HKIFA members 
USD millions 
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If mutual funds are meant for long-term investors 
who want to save (or invest) their money and get a return 
higher than what banks can give, redemption's should stay 
at a lower level and the assets under management should 
be growing steadily. The prevalent level of redemption 
may suggest investors are switching between funds rather 
than putting in their money for long-term savings. This 
suggests we should not be over-optimistic about the 
growth of the market, some figures look encouraging but 
the real story may be different. 
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Comparison of Fund Assets and Stock Market Capitalization 
Figure III-D takes another approach to analyze the 
development of the market, here we compare the size of 
the fund assets under management against the Hong Kong 
stock market capitalization during the past years. 
Figure III-D: Assets of Mutual Funds vs. Stock Market Capitalization in Hong Kong 
USD billions ‘ 
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Money of investors can first go into mutual funds 
and the funds in turn buy up the stocks, so these 2 
markets in our comparison are not competing with each 
other. But if the mutual fund market is getting more and 
more mature, we would expect more stocks to be held 
through mutual funds, and the ratio of fund assets to 
stock market capitalization should therefore go up. The 
current situation, however, doesn't seem to reflect such 
f 
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a trend. The ratio is still stuck within the 10-15 
percent range. 
The picture looks very different in the U.S.. Figure 
工工工-E presents an impressive U.S. model, first the ratio 
in the U.S. stood at 50 percent at the end of 1997. (US$ 
4.4 trillion fund assets under management vs. US$ 8.9 
trillion stock market capitalization)• Secondly the ratio 
has been going up throughout the past years, this 
suggests more and more U.S. investors are inclined to use 
mutual fund as an intermediary instrument to invest-
indirectly in the stock market. 
Figure III-E: Assets of Mutual Funds vs. Stock Market Capitalization in the U.S. 
USD trillions 
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This proposition was further supported by Figure 
工工工一F. U.S. household investors are actually cashing in 
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their stock positions in the past few years, this is 
especially apparent after 1992, the year that we saw the 
• 
market started taking off. It might be incorrect to use 
the term、、cashing in〃 as we see the investors meanwhile 
are reinvesting their money in mutual funds which are 
known for better diversification. 
Figure III-F: Purchase of Equities by U.S. Households 
USD bil l ions 
300 — 
- N 
200 - ^ ^ 
Purchases Made Through ^ j ^ r ' 
100 - M u t u a l F u n ^ s ^ ^ ^ ^ ^ ^ ^ - - - ^ ^ ' ‘ 
- _ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ _ ^ ^ ^ , , 
0 丨丨丨  ^^^^^^^^^^^^.,nrm>,. f ‘ 
^^^^^^^^^^^^^^��‘‘ 
(100) - ^ 广 产 〜 - 广 ^ ^ ^ ^ ^ ^ ^ 
- "•、 ，/vA/-Z",W """""~""«<»»»»»^ 
( 2 0 0 ) - � Z � � ’ V v \ 
‘ Dow Jones Industrial Index ^ \ ^ 
,orjr,x 一 Purchases Made Outside � 
tduuj of Mutual Funds 
(400) Lj 1 1 1 1 1 1 L_ 
1989 1990 1991 1992 1993 1994 1995 1996 
Source: Datastream; Federal Reserve Board; Employee Benefit Research Institute; Investment 
Company Institute 
Comparison of Selling Activities 
The comparison of mutual fund sales and stock market 
turnover also illustrates the gap between the mutual fund 
industry in the U. S. and that in Hong Kong. The level of 
selling activities of the stock market and that of the 
mutual fund market are very different between Hong Kong 
and the U.S., as shown in Table III-A. 
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The gross sales of mutual funds in the U.S. is 
comparable to the turnover of the stock market whereas in 
Hong Kong the selling activities of the mutual fund 
market is way behind that of the stock market. 
TABLE III-A 
ANNUAL SALES OF MUTUAL FUNDS VS. 
ANNUAL STOCK MARKET TURNOVER 
HONG KONG 1989 1990 1991 1992 1993 1994 1995 1996 
(US$ billions)  
Fund Gross Sales 0.8 1.2 1.8 1.7 3.6 3.8 3.0 4.5 
Stock Market Turnover 34.6 34.6 38.6 78.6 131.6 147.2 106.9 166.4 
Sales / Turnover 2.2% 3.4% 4.6% 2.1% 2.7% 2.6% 2.9% 2.7% 
UNITED STATES 1989 1990 1991 1992 1993 1994 1995 1996 
(US$ billions)  
Fund Gross Sales 1,531.9 1,656.2 2,145.3 2,901.7 3,386.4 3,337.2 3,877.7 5,091.6 
Stock Market Turnover 2,015.5 1,751.3 2,183.9 2,081.7 3,355.0 3,564.3 5,108.6 7,121.5 
Sales/Turnover 76% 95% 98% 139% 101% 94% 76% 71% 
Source: International Finance Corp; Investment Company Institute; HKIFA • 
A couple of surveys were done in the past five years 
on the level of market penetration of mutual funds, and 
the level reported today is more or less the same as that 
five years ago, which is about 3 percent. The above 
analysis present more findings that help us understand 
the development of the mutual fund market. The market in 
Hong Kong is seen to be way behind the U.S. model. Some 
figures in fact are positive, such as the growth of the 
gross sales and the value of assets under management, 
other figures convey a negative message that the market' 
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development so far is disappointing. The U.S. market is 
seen to have successfully developed this intermediary 
layer in the investment sector, even in good times 
household investors are more willing to put their money 
in hands of professional management, rather than 
investing by themselves. Will the Hong Kong investors do 
the same one day? 
The next two chapters will present an in-depth study 
of the Hong Kong investor behavior and we will also use 
the 4Ps approach to study the current mutual fund market 




INVESTOR BEHAVIOR AND ATTITUDES 
Compared to Europe and the U。S., the popularity of 
mutual funds in Hong Kong is far from satisfactory. The 
penetration is only 3 percent of the local population. To 
increase the acceptance level and to arouse more public 
interest, the study of investor behavior and their 
attitudes is a must. 
Findings 
Preference of Investment Instruments 
Contrary to the general belief that Hong Kong 
investors are speculative and have a short-term attitude 
towards investment, the 、、Market Survey of Retail 
Investor" shows that Hong Kong investors by and large are 
risk averse and hold investments for long term, usually 
six months or more. Among all instruments, Hong Kong, 
dollar fixed deposits, foreign currency saving accounts, 
and stocks were the most popular instruments. They were 
held by 23 percent, 17 percent and 9 percent of the local 
adult population respectively. 
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Figure IV-A: Types of Investment Owned by the Adult Population 
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Source: Market Survey of Retail Investor 
« 
Risk Level of Different Investment Tools 
Among all instruments, life insurance and blue chips 
were perceived to be the most secured products. However, 
not all stocks were perceived to have the same risk, non-
blue chips were perceived to be more risky (Figure IV-B). 
Expected Return of Investors 
According to the 、、Hong Kong Unit Trust Market 
Survey", protection against inflation and superior return 
were the common reasons for investing. Most people (41 
percent of the respondents) expected an annual return of 
11-20 percent while 2 8 percent of them expected a return 
of 21-30 percent (Figure IV-C). 
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Figure IV-B: Assessment ofthe Risk Level ofDifferent investment Tools 
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Figure IV-C: Expected Return of Investors 
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Transaction Costs and Convenience Level 
Apart from return, most investors also concerned* 
about the transaction cost and trading convenience. 
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Comparing the most popular instruments such as mutual 
funds, stocks, foreign exchange, properties and life 
insurance, mutual funds was perceived to be the most 
costly while foreign exchange and stocks were named to be 
the most convenient to trade. 
Figure IV-D: Assessment of Transaction Costs and Convenience Level 
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Summary 
Contrary to general belief that they are mostly 
speculators, most Hong Kong investors are risk averse and 
hold investment for more than six months. Blue-chips, 
time deposit and foreign currency savings are perceived 
to be the most secure and popular investment vehicles. 
Protection against inflation is the most common reason 
for investing. The reasonable return expected by an 
investor is 11-20 percent per annum, it illustrates that 
26. 
Hong Kong investors are not looking for unreasonable 
lavish returns, so Hong Kong should be a perfect market 
for mutual funds. 
However, most investors also consider transaction 
cost and trading convenience when investing. In these 
aspects, mutual fund is believed to be costly and with 
poor liquidity. Therefore Hong Kong investors are 、、good〃 
potential customers, just certain elements of mutual 
funds made it lose its luster, our next step is to drill 
down further to study the fund itself by a marketing' 
approach (i.e. we will study the product, price, 





More than 1,000 funds are being offered in the 
market. These funds differ from one another and they suit 
the tastes of different types of investors. They were 
invented and introduced to the market for the following 
purposes： capital appreciation, investment protection, 
risk diversification and Saving. -
Capital Appreciation 
Traditionally, capital appreciation is the most 
popular tactic for fund management firms to attract 
investors. Although the regulation prohibits these firms 
from making any profit forecast, these firms always try 
to convince potential customers that their funds provide 
superior capital return, through highlights of 
outstanding past performance. 
Depending on the mix of risk and return, these funds 
can be categorized into four classes, namely, income, 
balanced, growth and specialized funds. 
Income funds are the most conservative funds that 
aim at offering and maintaining a higher-than-average 
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return. These funds mainly focus on assets that can 
provide relatively high and consistent cash dividends. 
Similarly, balance funds also target conservative 
return but they are willing to take slightly risky 
investments. These funds strive to give reasonable income 
return as well as capital appreciation. Normally, the 
investment portfolio of these funds consist of fixed 
income securities and stocks. 
For investors who expect better return, growth funds 
should suit their taste. Growth funds concentrate on 
capital growth. These funds mainly invest on stocks. 
Because of their risky nature, this type of fund is 
expected to provide high yield of return. 
The last category is specialized funds which invest 
in particular sectors such as Asian infrastructure, 
commodities, raw materials, small companies, etc. Because 
these funds are highly sensitive to the development of 
the economic environment, their returns are relatively 
volatile. They normally target investors who are looking 
for superior short-term gain. 
Investment Protection 
Apart from capital appreciation, investment firms 
also recognize investment protection as one of investor‘s 
desires. As we mentioned in Chapter IV, Hong Kong 
investors actually do not expect extravagant return from 
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their investment, protection against inflation is their 
real objective. 
Therefore many fund management firms design a 
portfolio with hedging mechanisms, to reduce the risk 
exposure due to a single market or asset. The common 
practice is diversification across region or multiple 
instruments. . 
Diversification by Region 
This kind of fund is composed of securities 
investment across different countries. Jardine Fleming 
Greater China Trust is a typical example, where the fund 
invests 20 percent, 50 percent and 30 percent of its 
assets in the China, Hong Kong and Taiwan stock market. 
The philosophy of the fund is to realize the economic 
superpower of China in 1990‘s, however the maturity of 
the China equity market is far still from international 
acceptance level. Therefore, to avoid the unforeseeable, 
impact or market instability that might cause any losses, 
the designer diversifies the investment across another 
two relatively mature markets, Hong Kong and Taiwan. 
Besides, the fund designer also believes that each 
market has very distinct characteristics, diversification 
provides investors tremendous scope to capitalize on the 
different cycles of the region's various industries. 
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Diversification by region therefore not only 
minimizes the risk exposure to a single market but also 
gains the benefits of capturing the growth cycles of 
multiple countries. 
Diversification by Instrument 
Some investors desire to enjoy the upside potential 
of a stock market but meanwhile would like to limit the 
losses in case the market slumps. Fund companies have 
invented innovative solutions, by combining more than one 
instrument in their portfolio, such as a combination of, 
money market instruments and stocks. The majority of 
money is placed on the money market instruments that can 
ensure a minimum return, or a limit on losses. The rest 
is put on stocks or warrants that would provide amazing 
profits if the stock market goes up. 
For example, the Jardine Fleming Japan Capital 
Guaranteed Trust provided a 95 percent capital return on 
original investment two years after the fund was 
launched, even though the Japan stock market was falling 
during the same period. Being able to immunize investors 
against market crash and to benefit investors when the 




Fund companies also recognize the social needs of 
saving money for future retirement purpose or children 
education, and they provide products to serve this market 
segment. These funds facilitates investors to make 
periodic contributions and to collect the money back 
after a long period of time, say 2 0 or 30 years. 
Take occupational retirement fund as an example, 
there are two schemes, one is defined-contribution and 
the other is defined-benefit. Under the defined-
contribution scheme (commonly known as provident funds), 
the benefits are determined solely by reference to the 
contributions paid, the declared returns, and where 
appropriate, the years of service and age of the member. 
On the other hand, benefits under the defined-benefit 
scheme are determined by reference to the years of 
service and the final salary of the member. 
The structure of these funds allows investors (both 
employers and employee) to invest a small amount on a 
regular basis (normally monthly). According to an initial 
agreement, fund management firms will receive a portion 
of the employees‘ monthly income, and then the firms will 
group the money and invest on securities that are 




Table V-A illustrates the charges applied to the 
different types of mutual funds. The general rule is: the 
more sophisticated the instrument, the higher the fee 
imposed. For example, money market funds invest in short-
term, high grade and low risk securities such as 
certificates of deposits of large banks, commercial 
paper, etc. which doesn't require so much analytical 
skills from the fund managers and the charges are 
minimal. Equity and Warrants funds are at the other 
extreme, the return of these funds depend very much on 
the analytical and trading skills of the fund manager, 
this is especially true for emerging market funds where 
not much of those countries are known to a common 
investor, therefore investors have to pay more for their 




COSTS OF MUTUAL FUND INVESTMENT 
Type of Initial Charge Annual Management Fee Redemption Charges / 
Funds Performance Fee 
Money Market 0% - 2% 0.25% - 1.0% 
Bond 3% - 5% 0.5% - 1.5% 
Equity 5% - 6% 1.0% - 2.0% 
Warrants 5% - 7% 1.5% - 2.5% 
Notes: Already included in the Allocated from the fund on Varies: the more 
offer price a daily basis. Will not sophisticated the 
(There may be fund constitute as an out-of- instrument, the higher the • 
houses which charge Pocket expense for fee levied 
above or below the range) mvestors Only very few companies 
(There may be fund or fund types charge these 
houses which charge fees 
above or below the range) 
Source: International Finance Corp; Investment Company Institute; HKIFA 
Index funds, such as the Hang Seng Index fund 
offered by Hang Seng Bank, intend to compile a portfolio 
that resembles the index return. Investors who are 
bullish about the Hong Kong stock market may simply buy 
the index fund rather than picking individual stocks. The 
nature of the index fund is equity. However it doesn't 
require much analytical skills, it only requires daily 
administration of the portfolio to keep the underlying 
stocks weighted the same as that of the Hang Seng Index. 
The fund currently charges only 1.5 percent upfront, 
again the rule is management of more sophisticated 
instruments costs you more. 
If we look at the Top 200 mutual funds league table 
(compiled by Micropal), equities and warrants funds that 
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return more than 30 percent a year are just too common, a 
1.5 percent annual management fee should not be too 
excessive for investors, the major problem, we would 
believe is the extravagant initial charge. Mutual funds 
have an intense competitor in Hong Kong, the stock 
market. We have mentioned before that stocks is one of 
the common investment channels in Hong Kong, buying 
stocks is very convenient in Hong Kong, it can be done 
through most bank branches or retail brokerage houses, 
and the brokerage commission is only 0.25 percent of your 
initial outlay, which is very cheap compared to the 5 
percent initial charge of mutual funds. 
In fact this has dissuaded investors from buying 
mutual funds, especially Hong Kong equity funds, because 
investors find it cheaper and easier to invest in the 
Hong Kong stock market by holding the stocks themselves. 
As of today Hong Kong equity funds only account for 10-15 
percent of mutual fund gross sales. 
We would believe that the initial charge has to be 
scaled down, either through competitive pricing or-
whatever, in order to lure more interest in mutual funds. 
Otherwise investors will stay away from mutual funds 
unless they see the funds consistently outperform the 
stock market, and by more than the costs they paid. 
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Promotion 
The Code of Mutual Funds imposes fairly strict 
regulations on the promotion of mutual funds. Highlights' 
of these regulations are given in the following： 
Code of Mutual Funds 
Article 1 
Any advertisement of other invitation to the public 
in Hong Kong to invest in a mutual fund requires the 
Commission's prior approval, under Section 4 of the 
Protection of Investors Ordinance. 
Article 60 
No forecasts of the trust ‘ s performance may be made 
to the public or to fund holders. 
Article 62 
No radio, television or cinema advertising of the 
fund is permitted in Hong Kong, nor is door-to-door 
canvassing for sales. 
Most of the fund managers consider that the 
regulatory constraints on the promotion hinders 
themselves from marketing mutual fund in Hong Kong. 
Promotion Means 
Under such circumstances where advertising on 
electronic media is not permitted, newspaper 
advertisement becomes the most popular means to reach the 
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general public, and occasionally supported by printed 
advertisements in magazines. The main purpose of using 
magazines is to build up prestige image rather than to 
achieve mass advertising effect. There is a consensus of 
opinion in the industry that the latter purpose can be 
more effectively, efficiently and economically 
accomplished by newspaper than magazines. 
In the past, many funds were advertised only in 
English newspapers because a large portion of targeted 
investors were expatriates or foreigners. Even if they 
were Chinese, they had received well education and thus 
had no difficulties in understanding English. Yet, now, 
more and more fund managers are placing their 
advertisements in Chinese newspapers as they see the 
potential of the local Chinese market. Taking Schroders 
and Chase as examples, they are comparatively more active 
in mass marketing of mutual fund. 
Apart from newspaper advertising, the other most 
popular promotion means is direct mailing of promotion 
brochures. Previously, almost all promotion brochures 
were in English. Now, more and more mutual fund managers 
are producing the Chinese version of their brochures. 
These promotion brochures are either placed in the retail 
outlets or sent directly together with mailing letters to 
their customers. At present, most of their direct mailing 
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exercises are for existing customers only, thus having no 
effect in enlarging customer base. 
Fund managers also realize the public's limited 
knowledge on mutual fund, and they are proactive to 
educate the investors. It is not difficult to find that 
many newspapers, especially financial papers, have a 
mutual fund column to introduce the fund market and 
discuss every aspects that fund investors might be 
interested. Besides, potential customers are also invited 
to seminars and exhibitions. The seminars not only 
improve the fund companies‘ image, but also strengthen 
the relationship with their clients. 
Place 
Mutual funds used to be distributed through retail 
bank branches, securities firms and directly through fund 
companies (such as the Jardine Fleming unit trust 
centers) • According to a survey in August 1997, 53 
percent of fund investors bought the funds through the 
bank branches. Professional advice are offered by the 
fund companies but the choices are limited only to the 
funds of their own company. Securities firms offer a 
wider range of choices but the quality of their advice 
and service vary. Banks provide their advice through 
their customer service officers, who have been well 
trained by their banks, and they offer funds from 
different fund companies so customers have more choices. 
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Most of their customers already have a savings or time 
deposit account with the bank, so the customer service 
officers normally have a good understanding of the need 
of their customers, this channel provides mutual funds 
the potential to tap the savings pool in Hong Kong. 
Another advantage for fund companies to sell their funds 
through other banks‘ branches is cost saving, Jardine 
Fleming and Fidelity have a few retail outlets but it 
would not be cost efficient to set up your own sales 
network given Hong Kong‘s sky-high rental expenses. 
Starting from August 1997, mutual fund sales has 
entered into a high-technology era. Charles Schwab & Co., 
the U.S。 based securities firm which pioneered discount 
brokerage in America, has launched on-line trading in 
mutual funds through its Internet site (www.schwab-
worldwide.com) in August 1997. To get started on-line, an 
investor has to go off-line first: ask Schwab for an old-
fashioned application form. Fill it out and send it back 
with your initial investment (US$ 10,000 minimum), 
payable by check or wire transfer. Once the account is 
established (in a day or two) , the investor is issued a 
secret number to log onto your Internet account at the 
Schwab Web site. All you need is a computer and a phone 
line, and then you can point and click to buy and sell 
mutual funds, and check fund performance. 
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Local laws on what citizens can invest still apply, 
the funds available to an investor depend on where he 
lives. Hong Kong residents have the most choices: some 
150 funds from 14 major fund companies. The Internet is 
getting more and more popular in Hong Kong, it pays 
little heed to national borders and timezones, the 
operating costs is minimal and investors are given the 
greatest flexibility to buy their favorite funds whenever 
they want to do so。Many people want to do business on 
the Internet but so far not many of them are making huge 
profits, because Internet users like to retrieve 
information from the net but they have security concerns 
to transact on the net, especially when we are talking, 
about huge amounts. In short-term we doubt the Internet 
solution will be well received by the Chinese community 
but we expect this platform to become popular in the 
future as people gets more comfort to shop on the net. 
40. 
CHAPTER VI 
DO MUTUAL FUNDS BEAT THE MARKET? 
CAN THEY WEATHER THE STORM? 
A principal reason for putting money in mutual funds 
is to enjoy the benefits of risk diversification and 
professional management, the cost of the benefits is the 
initial charge and the annual management fee as mentioned 
above. So this is not cheap and investors will have the 
question in mind that whether mutual funds really beat 
the market? 
The sales brochures of the funds always claim 
dazzling performance, all funds look outperforming on the' 
charts of the brochures, especially those brochures found 
at the sales counters. However, past performance cannot 
guarantee future performance, and sometimes an impressive 
five-year cumulative return can be based on one 
spectacular year followed by very average ones, and 
remember we have to include the management costs to 
derive the net return. 
In fact, many people feel dubious about fund 
managers‘ professionalism and their contribution to 
investors, the Jardine Fleming scandal in 1996 was a' 
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misfortune to the industry development (in that case 
Colin Armstrong was found to book favorable deals to his 
own accounts and unfavorable deals to his clients' 
accounts. ) Other people also challenge fund managers‘ 
performance, the following is extracted from the November 
1996 issue of Asiamoney. 
"工 ain amazed by the performance of fund managers 
investing in Asia, 〃 remarks a Boston-based fund manager. 
、、Approximately 90% of the funds don't even hit the index 
and in many instances they fall quite far below.” ••• "5o 
many junior fund managers come over to Asia straight from 
Europe and the U.S. and don't know anything about the 
market. They are wet behind the ears, fresh out of school 
and yet they assume an attitude of arrogance. You spend 
all your time just bringing them up to speed and never 
really get beyond the basics. And as soon as they become 
knowledgeable they tend to go back to wherever they came 
from, 〃 says a Taipei-based broker. ° 
Not only does this happen in Asia, there are voices 
in the U.S. nowadays whether investors should go for 
funds or stocks directly. We mentioned before that U.S. 
investors have been pulling out of stocks and reinvesting 
their money in mutual funds, however funds are also said 
to be underperforming in the U.S.. The following is 
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extracted from the April 1st, 1998 issue of the Money 
Magazine. 
"The average fund today has an expense ratio of 
1,41% of assets and incurs annual trading costs of 
roughly 1.39%. That means you are paying 2.8% a year, on 
average, for the convenience of investing in funds. It,s 
largely because of this expense hurdle that over periods 
of a decade or more, 80% of U.S. diversified stock funds 
underperform the S&P 500. In the past 10 years, in fact 
the average U.S. diversified stock fund lagged the S&P 
500 by 2.3 percent a year - just about what you would 
expect, given the expense figures we've just outlined." 
The stock brokerage commission is only 0.25 percent 
in Hong Kong, this is cheap and mutual funds have to 
outperform the stock market if we are to convince 
investors to switch over to mutual funds. Today investors 
are getting different messages, sales brochures suggest 
funds are outperforming, other voices suggest they are 
underperforming. Here we have done a simple survey to 
compare the general performance of mutual funds and the 
stock market. We look at both long-term and short-term 
performances and in particular we have a special focus on 
the period from September 1997 - February 1998 as we want 
to study whether mutual funds provide a better shelter 
during the Asia financial crisis. 
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According to HKIFA, regional funds and single Asian 
country funds are the most popular funds, therefore we 
have decided to study the following markets: Hong Kong, 
China, South Korea, Indonesia, Thailand, Japan, Far East 
Region (excl. Japan), United States, Europe. Hong Kong 
investors are most familiar with the China/Hong Kong 
stocks, South Korea / I n d o n e s i a / T h a i l a n d are the countries 
most heavily battered in the turmoil, we are curious to 
know if mutual funds manage to weather the storm. 
Results of the survey are posted in the Appendix. 
Each table represents the result of one market, such as 
Table 1 is the result of the Hong Kong market study. The 
list of all Hong Kong funds were retrieved from the 
Micropal database together with their corresponding fund 
sizes (in US$ millions) , 3 months, 6 months' 1 year and 3 
years percentage return, plus the star rating given by 
Micropal. And then we worked out the fund size-weighted 
average return of the entire list and compared that to 
that market index (reported on USD basis). 
Hang Seng index has gone up by 9.1 percent in the 
three months from December 1997 - February 1998, while 
the funds on the list have returned only 1.8 percent, so 
the funds as a whole are beaten by the market in this 
period, on a one year basis they have similar 
performance, and on a three year basis mutual funds 
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outperform the stock market. Comparison results of the 
other markets are shown in the Appendix. 
Table IV-A below summarizes all these results, and 
we also present a table which shows the gap, which is 
defined as the difference between fund return and the 
stock market return, therefore the funds are beating the 
market if the number is positive, otherwise the number is 
negative and shaded which indicates the funds in that 
category are underperforming. There are two interesting 
findings, the first one is mutual funds outperform 
consistently in emerging and volatile markets, this can 
be illustrated by the results of Korea, Indonesia, 
Thailand. The funds dived together with the stock markets 
in the currency crisis but they suffer less. However 
mutual funds invested in developed markets do not look, 
particularly impressive compared to stocks. 
The second finding is mutual funds are not seen to 
be a better shelter during a financial storm. This can be 
illustrated by comparing the numbers under the 3-month 
gap and the 6-month gap (which represent the bad times), 
with those of the good times, i.e. the 1-year return, 3-
year return and the 30 months before crisis. Mutual funds 
tend to outperform on a long-term basis and during the 
good times, but they are not particularly good protectors 
when the market is in trouble. . 
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This survey is a simple yet effective way to show 
the strengths of mutual funds. There are a couple of 
things we need to bear in mind in order to derive the 
real return. First, the fund returns here are slightly 
overstated because the management costs have not been 
included. Second, the stock market returns are slightly 
understated because dividend payouts are deducted from 
the stock market index while generally they will be 
reinvested in the mutual funds and reported as additional 
net asset values. Third, we only compare the returns 
between stocks and funds but we didn't consider the risk 
(or volatility) of them, risk diversification is a key 
benefit of putting money in funds and this should be 




PERFORMANCE OF STOCKS V S . PERFORMANCE OF FUNDS 
Country Name 3 Month 6 Month 1 Year 3 Years 30 Months 
% return % return % return % return before cr is is 
HK Funds 1.82 (32.63) (13.97) 62.64 141.39 
Hang Seng Index 9.06 (18.78) (14.32) 37.86 69.74 
China Funds 2.60 (38.59) (12.10) 31.71 114.47 
Hang Seng China Enterprises (5.42) (50.60) (30.04) (28.38) 44.97 
Korea Funds 9.53 (43.98) (42.78) (27.11) 30.11 
Seoul Composite Index (4.17) (56.82) (56.96) (69.99) {3QA9) 
Indonesia Funds (42.63) (59.15) (76.98) (59.71) (1.37) 
Jakarta Composite Index (50.26) (67.34) (81.42) (73.28) {^8.^8) 
Thailand Funds 31.77 6.35 (28.08) (52.00) (54.87) 
Bangkok SET Index 25.41 (16.26) (56.23) (76.17) {71.54)' 
Japan Funds 0.82 (13.21) (2.46) 7.32 23.66 
Nikkei 225 Index 2.72 (11.79) (13.08) (24.31) 04.19) 
Far East Funds 3.39 (27.39) (36.02) (15.69) 16.11 
MSCI Far East Index 8.01 (25.67) (35.81) (27.83) {2.90) 
US Funds 9.13 14.25 30.60 98.78 73.98 
Dow Jones Industrial Index 9.24 12.11 24.25 113.05 90.04 
Europe Funds 15.63 20.52 30.13 91.24 58.68 
MSCI Europe Index 15.59 21.91 33.78 89.18 55.19 
Difference between the return of funds and the return of stocks 
(The funds are beating the market if the number is positive, otherwise they are underperforming)  
Country Name 3 Month 6 Month 1 Year 3 Years 30 Months 
Gap (in %) Gap (in %) Gap (in %) Gap (in %) before cr is is 
HK (7.24) (13.85) 0.34 24.77 71.65 
China 8.02 12.01 17.94 60.09 69.50 
Korea 13.71 12.85 14.18 42.88 60.60 
Indonesia 7.63 8.20 4.44 13.57 16.80 
Thai land 6.37 22.61 28.14 24.16 16.67 
Japan (1.90) (1.42) 10.62 31.63 37.85 
Far East (4.62) (1.72) (0.20) 12.14 19.01 
US (0.11) 2.14 6.34 (14.27) (16,05) 
Europe 0.04 (1.39) (3.65) 2 m 3.49 
Note: Data as of March 1, 1998. We define the six months period from September 1997 - February 
1998 as the crisis period, where we saw the most severe impact to HK investors. 
Source: Datastream; Micropal Performance Analyst 
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CHAPTER VII 
THE IMPACT OF MANDATORY PROVIDENT FUND 
To provide a better retirement plan in Hong Kong, 
the Government is legislating the establishment of 
Mandatory Provident Fund (MPF). According to the 
government schedule, the MPF system will be launched in 
this century. The amount of money involved at initial 
stage will be around HK$ 12 billion and is expected to. 
grow by HK$ 40-50 million annually. 
We will study how the inflow of such huge amount of 
money will impact the fund market and analyze what this 
means to financial service providers, especially those 
who are active in pension and retirement business. 
Background 
The Mandatory Provident Fund Schemes Ordinance was 
enacted in August 1995. The Government is now preparing 
the detailed rules & regulations for subsidiary 
legislation and targets complete drafting in 1998 for 
Legislative Council consideration. Once the subsidiary 
legislation is enacted an effective date for MPF 
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compliance will be set. It is likely that the scheme will 
be launched in this century. 
Scheme Details 
The MPF will be on defined-contribution basis and. 
service providers will need to be approved by the 
Mandatory Provident Fund Schemes Authority (MPFA). 
Tentatively. it is mandatory for all large single or 
associated employers and their employed staff aged 
between 18 and 65 to participate in the scheme. 
According to the proposed Ordinance, the minimum 
contributions are as follows:-
• 5 percent of relevant income by employee 
• 5 percent of relevant income by self-employed ‘ 
• Relevant income includes salary, leave pay, fees, 
commissions, bonuses & 5 percent of relevant income by 
employer 
• Allowances (excluding housing allowance) 
• Maximum relevant income on which MPF contributions 
apply is HK$ 2 0,00 0 per month 
• Minimum relevant income on which MPF contributions 
apply for employees is HK$ 4,000 per month (However,. 
the employer must contribute on all income up to HK$ 
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20,000 even if an employee earning less than HK$ 4,000 
per month chooses not to contribute) 
Employee‘s benefits will be preserved (non cashable) 
until retirement age of 65 except in the event of death, 
total & permanent disability or permanent departure from 
Hong Kong, in which event the benefit is payable as a 
lump sum. 
When an employee or self-employed person changes 
employment the accrued benefit is immediately and fully 
vested and portable to new employer's scheme or 
alternatively may be retained in any master trust scheme. 
Future contributions must be paid to the new employer's 
scheme. 
Potential Impacts 
There are some 300,000 business establishments in 
Hong Kong and three million people in the workforce; but。 
only one million people are covered by retirement 
schemes/pension funds. To extend retirement coverage to 
another two million people in the workforce. Hong Kong 
Government decided to implement MPF system in Hong Kong. 
A rough estimate of HK$ 12 billion cash inflow will 
be injected at the initial launch of the scheme. The 
annual growth of cash inflow will be around HK$ 40-50 
million. Such huge volume of cash inflow should have a 
significant impact on mutual fund market. 
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Investment Portfolio 
As of December 31, 1996, the total assets managed by 
HKIFA members in Hong Kong amounted to US$ 58.5 billion. 
Out of the total, Asia-Pacific (excluding HK) clients 
accounted for about 20 percent of the assets while non-
Asia Pacific clients took up 47.2 percent. The fact that 
67 percent of the assets are sourced from overseas 
clients underlines the cross-border nature of the fund 
management industry in Hong Kong. 
Unlike the U.S., U.K. and Japan where the growth of 
the fund management industry has been primarily locally-
driven, the development of the industry in Hong Kong has 
been spurred by the demands of overseas investors. 
After the MPF is launched, it is likely that the 
situation may change, though it may not be apparent until 
few years later. The initial cash inflow of HK$ 12 
billion, 20 percent of existing managed assets, dilutes 
the portion of overseas investment, and the portion is 
expected to keep on shrinking as the cash inflow will 
grow by HK$ 40-50 million annually. 
Currently 29.8 percent of the assets was invested in 
Hong Kong while 47.7 percent was in the Asia-Pacific 
Region (excluding HK) . The remaining 22 .5 percent was 
invested outside Asia-Pacific. The high percentage of 
assets invested in Asia-Pacific underscores the influence 
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of overseas investors. We can foresee that the 
introduction of MPF might reverse the trend, the fund, 
managers have to consider the preference of local 
clients. The past overwhelming expectation of economic 
growth on Asia market by the U.S. or European overseas 
investors might change. The investment on local assets, 
or those that use HK dollar as trading currency, will be 
increased as well. 
Investment Strategy 
Like pension and retirement fund, assets under the 
MPF have to be carefully monitored and invested. MPF 
program affects more than three million employees. A. 
serious investment mistake might create social disorder. 
As a result, the government intends to impose strict 
regulations. One of the proposals under discussion is 
that the administration fee will be void for investments 
that fail to return higher than the savings interest rate 
in any single year. Proposal of setting the ceiling of 
investment portion of non-HK assets is also investigated. 
These suggestions raise much criticism from the 
industry, especially those fund companies who have not 
been actively involved in pension or retirement fund, 
business. The critics claim that the average annual 
return of pension was 16.5 percent between 1983 and 1995. 
The government‘s intention of imposing strict regulation 
will force fund managers to take a conservative approach. 
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to allocate the fund heavily on fixed income asset like 
government bonds, time-deposit saving and blue chips that 
provide just an average return. 
Increase of Capital Expenditure • 
and Service Personnel 
The proposed complicated operation and fund-transfer 
scheme of MPF is expected to have high administration 
cost. It is estimated that 5 percent of the total fund 
(HK$ 500 million) will be spent on fund administration. 
According to some confidential calculations by a 
leading firm, it is estimated that the administration 
cost of MPF initially will be about HK$ 60 million per 
week. They also believe that the weekly cost will rise to 
HK$ 500 million of today's dollars when the fund grows tcr 
HK$ 1.1 trillion by 2017. This represents great business 
opportunities for fund operators, and those with good 
distribution network such as banks and insurance 
companies will be at an advantageous position in 
attracting new MPF clients. Hong Kong Bank, National 
Mutual and AIA Insurance that have strong experience in 
managing pension or retirement fund have been preparing 
themselves for such businesses. Take AIA Insurance as an 
example, almost HK$ 90 million has been invested in 
computer enhancement and staff training though MPF is 
still at legislative stage. 
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Contrary to bank and insurance companies that are 
good at attracting retail investors, most international 
fund management companies put their focus on enterprise 
customers that normally have more than 50 employees. 
In general, fund management firms seldom emphasize 
on promoting the services through distribution network. 
The introduction of MPF may force them to change their 
marketing strategy. Unlike pension and retirement fund 
that is company-based scheme, MPF is a personal scheme. 
The traditional approach of marketing mutual funds has to 
change so as to adapt the wide customer base. Additional 
resource on strengthening the product channel, increasing 
the number of customer service personnel and widening the 
coverage of audience in seminars are all expected. 
Conclusion 
The government intends to improve the social benefit 
for retired elder aged above 65. The proposed MPF scheme 
will be defined-contribution based. Tentatively, it is 
mandatory for all large single or associated employers 
and their employed staff aged between 18 and 65 to 
participate in the scheme. According to the proposed 
Ordinance, the minimum contributions from both employers 
and employees will be 5 percent of relevant income. 
The initial proceeds is expected to be HK$ 12 
billion at initial stage and that will grow by HK$ 40-50 
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million annually. Many major fund service providers have 
been investing heavily in equipment and human resources 
to capture the business opportunities. 
The introduction of MPF will affect the investment 
strategy and portfolio of the fund management firms. They 
have to consider the interests of local investors and to 
comply with the government regulations, prior to making 
any investment decision. Investment on local assets will 
increase and the strategy will be more conservative which, 




The emergence of middle class and the increase of 
social wealth imply that good investment channel should 
have market in Hong Kong. The out-performance of mutual 
funds in long run should raise its awareness among 
investors. Besides, the rollout of the MPF almost 
guarantee that the demand of mutual funds in the market. 
Nevertheless, the out-performance factor seems not 
sufficient enough to attract more investors. Compared to 
other investment instruments, mutual fund is still not at 
the top of investors‘ preference list. Instead of putting 
money in a fund that can provide profits in long run, 
investors are currently interested in putting their money 
in fixed deposits that allows the inflation eroding their 
value, or in stocks and properties that are too volatile 
and risky. 
Many fund management firms exerted big efforts to 
increase the penetration of mutual fund in Hong Kong 
during the past decade. The emergence of many innovated 
products and the increase of public awareness confirm 
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their contribution. However, it seems they are still off 
the bull's eye. 
Fund managers always emphasize that its professional 
management can beat the market which is proved to be， 
true. That is to say a fund should help investor make 
more money when the market is going up, and keep minimal 
loss when the market is going down. However, it seems 
that investors request more than that. An investor is 
still unhappy when his fund makes loss, even if the loss 
may be less than that of the market. The investor may 
query why the said professionalism has not detected the 
problem in advance and shifted their money in safer 
instruments like time deposit. Is the fund manager 
deserved to get the management fee in that year? Is there 
any agency problem? 
One factor that investors are concerned about the 
most is the high administration cost. The average charge 
from a stock broker is about 0.25-0.5 percent while the 
three-year average charge of mutual funds including the 
initial charge and the annual administration cost ranges 
from 2-5 percent. Do the funds outperform the market that 
much to serve that premium? 
Transparency is another issue. An investor is hard 
to know or monitor a fund manager ‘ s performance and' 
ethics under the existing operating environment. The 
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operation lacks transparency and no intention is seen to 
establish such monitoring mechanism. An investor is 
unable to get more details of a fund except going through 
the fund's report that is available only once every year. 
An investor is not likely to know the problem until he 
gets burnt. The scandal of Jardine Fleming in 1996 is a 
good example• 
Recommendations 
To remedy such situation, we suggest fund managers 
should focus on the price issue. Instead of charging a 
fixed and costly administration fee, is it possible that 
the charge be tied up with the fund's profits, not only 
the performance? No-load funds in the U.S. waive entrant 
fee but they charge performance fee when they generate a 
return above an agreed level. This concept should be 
promoted in Hong Kong. Not only does the tie motivate 
better performance, it also reduces the agency problem. 
Besides, the fund operation should be made more 
transparent to increase public confidence. An investor 
feels uncomfortable when he knows nothing about the fund 
except the information published on the annual report. Is 
it possible that a simple brochure which describes the 
fund's investment strategy and focus be distributed to 
the fund's shareholders regularly, say quarterly? 
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Frankly speaking, public awareness has been 
increased much since 1980s. Many fund management firms 
have been organizing seminars for their potential 
investors. The concept of mutual funds, however, is still 
new to the majority of the public. Such unawareness is 
seen to be not so much a problem when the MPF is 
launched, because MPF affects more than three million 
employees in Hong Kong, and public awareness will be 
increased by then. As the government is the proponent of-
MPF, it should take a leading role to increase the level 
of public awareness of mutual fund. 
We believe Hong Kong has already had favorable 
factors for the mutual fund market to grow. The market's 
future prosperity is without question. However, for the 
market to achieve the level of penetration in western 
countries, it is necessary for fund manages to remove the 





HONG KONG EQUITY FUNDS VS. HANG SENG INDEX 
Fund Name Fund Star 3 Month 6 Month 1 Year 3 Year 
Size Rating % return % return % return % return 
Barclays ASF Hong Kong 15.5 0 0 0 0 3.9 (31.0) (1.2) 100.4 
Baring IUF Hong Kong 38.0 0 0 0 0 4.8 (33.8) (14.5) 56.1 
Citi Hong Kong Equity 9.2 0 0 0 4.7 (23.6) (16.6) 45.4 
Colonial Securities Hong Kong 5.3 0 0.1 (32.1) (23.4) 30.9 
Dao Heng Hong Kong 0.4 0 0 2.1 (36.2) (21.2) 28.1 
EKHongKong&China 13.3 (8.5) (17.9) (8.1) 
GAM Hong Kong 1.2 5.6 (32.9) (11.6) 
Gartmore CSF HK & China 3.3 (8.0) (52.2) (25.6) 
Govett Hong Kong Safeguard 3.2 1.8 (5.4) 2.1 ， 
GT Hong Kong B 67.2 0 0 0 0 4.0 (35.7) (7.0) 70.9 
Guinness Flight Hong Kong 20.6 00 0.0 (28.4) (20.3) 41.5 
HSBC GIF Hong Kong Equity 151.2 0 0 0 0 0 2.2 (35.1) (14.5) 95.6 
lmPac AP Hong Kong 0.9 (12.0) (60.6) (43.9) 
JF Hong Kong 23.0 0 7.4 (35.9) (25.1) 1.1 
Mansion House Hong Kong 0.8 0 0 (5.6) (40.0) (26.8) 31.1 
Manulife GF Index Hong Kong 5.3 2.2 (24.2) (25.4) 
_ A S F H K & C h i n a G t h 8.7 (1.2) (43.8) (12.3) 
Nomura SF Hong Kong 0.4 0 0 3.6 (32.1) (22.0) 30.9 
OMI Galileo HK Stockmarket 5.3 (1.3) (33.8) (23.7) 
Schroder Asia Hong Kong 5.8 0 0 0 0 1.1 (43.6) (26.7) 37.6 
SHK Middle Kingdom 0.1 0 0 0 (5.1) (41.9) (25.2) 42.8 
Thornton New TigerHK 15.0 0 0 0 0.6 (44.3) (33.7) 34.1 
Value Partners A 53.5 0 0 0 (2.0) (21.2) (8.3) 53.4 
Weighted-average Return 1.8 (32.6) (14.0) 62.6 
Hang Seng Index 9.1 (18.8) (14.3) 37.9 
Note: As of March 1, 1998 
Source: Datastream; Micropal Performance Analyst 
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TABLE A-5 
CHINA EQUITY FUNDS VS. HANG SENG CHINA ENTERPRISES INDEX 
Fund Name Fund Star 3 Month 6 Month 1 Year 3 Year ‘ 
Size Rating % return % return % return % return 
Aberdeen Prolific IF Chn Opps 38.1 0 0 0 (0.8) (29.5) (1.2) 42.5 
ABN AMRO China Equity Fund 95.1 8.1 (29.4) (10.5) 
Barclays ASF China (PRC) 22.5 0 0 0 0 7.2 (41.0) (8.1) 65.5 
a B C PCF Hong Kong Plus 4.6 (4.8) (39.6) 
CMIGNF Greater China Equity 2.3 0 0 0 0 2.2 (42.4) (20.0) 41.9 
Crosby China Vision 18.0 0 (15.6) (49.8) (30.0) 19.2 
Dao Heng China 5.2 0 0 0 (1.2) (52.0) (6.9) 25.5 
G T P R C B 55.0 0 0 0 0 5.1 (36.6) (0.5) 66.4 
Guinness Flight China 28.2 (4.7) (47.7) (18.9) 
HSBCGIFChinese Equity 108.1 00000 3.2 (39.1) (15.3) 69.2 
lmPac AP Greater China 2.2 (7.7) (66.2) (41.1) 
INVESCO PS Gtr China Opps 34.5 QOOO 7.5 (33.3) (3.5) 57.9 
JF China 19.4 0 0 1.4 (56.8) (24.9) 5.6 
JF Greater China Trust 51.7 1.7 (46.2) (15.9) ^ 
LG China 0.7 00 (1.3) (47.2) (27.9) 26.0 
N.Applegate China Growth 11.3 0 0 0 (2.4) (39.9) (13.8) 49.3 
Nomura SF China 0.7 0 (5.5) (48.9) (25.2) (13.9) 
Schroder Asia China/HKEnt 4.2 0 0 (3.4) (44.4) (28.7) 32.3 
Schroder China Dragon 19.9 1.5 (41.8) 
SHK China 3.6 0 0 (1.3) (43.4) (24.9) 26.3 
Templeton GS China 23.7 0 (0.7) (33.9) (28.1) (5.0) 
Thornton New Tiger China 12.2 0 3.8 (41.0) (11.3) 16.5 
Weighted-average Return 2.6 (38.6) (12.1) 31.7 
HSCE Index (5.4) (50.6) (30.0) (28.4) 
Note: As of March 1, 1998 
Source: Datastream; Micropal Performance Analyst 
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TABLE A-5 
KOREA EQUITY FUNDS VS. SEOUL COMPOSITE INDEX 
Fund Name Fund Star 3 Month 6 Month 1 Year 3 Year 
Size Rating % return % return % return % return 
Barclays ASF Korea 3.2 0 0 0 21.2 (44.0) (44.2) (64.7) 
Baring Korea Feeder Fund 16.3 0 (3.7) (46.7) (42.7) (61.9) 
Citi Korea Equity 2.9 0 0 5.8 (45.1) (38.9) ( 5 8 . 2 ) � 
Fidelity Fds Korea 55.0 1 8.3 (44.9) (42.6) 
GT Korean Growth B io.3 0 0 0 0 0 30.6 (29.9) (26.6) (48.4) 
!ndosuez Korea 5.0 0 (5.1) (47.4) (48.8) (62.7) 
JF Korea 37.0 0 0 0 13.1 (33.3) (34.1) (54.3) 
Scudder GOF Greater Korea 19.8 1.9 (49.2) (48.8) 
Templeton GS Korean 17.2 (14.6) (61.4) (59.8) 
Thornton New Tiger Korea 7.5 0 0 9.3 (46.7) (51.0) (69.0) 
Weighted-average Return 9.5 (44.0) (42.8) (27.1) 
Seoul Composite Index (4.17) (56.8) (57.0) (70.0) 
Note: As of March 1, 1998 
Source: Datastream; Micropal Performance Analyst 
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TABLE A-5 
INDONESIA EQUITY FUNDS VS. JAKARTA COMPOSITE INDEX 
Fund Name Fund Star 3 Month 6 Month 1 Year 3 Year 
Size Rating % return % return % return % return 
Barclays ASF Indonesia 3.4 0 0 (43.3) (66.4) (83.0) (75.4) 
Fidelity Fds Indonesia 16.0 0 0 0 0 (37.8) (51.1) (72.6) (63.4) 
IAP Indonesia A 2.7 (23.1) (53.2) (71.8) 
lmPac AP Indonesia 0.3 (36.9) (64.5) (84.5) 
JFIndonesiaTrust 5.6 0 0 0 (35.5) (52.1) (74.1) (64.6) 
Lippo Indonesian Growth 8.0 0 0 0 0 (55.7) (71.8) (83.2) (62.9) 
MBf Indonesian Growth 0.2 0 0 0 (15.7) (44.0) (67.4) (67.6)， 
Morgan Grenfell Indonesian 1.3 0 (55.4) (67.4) (81.0) (75.8) 
N.Applegate Indonesian Gth 0.6 0 (43.0) (68.4) (80.3) (73.9) 
NM ASF Indonesian 1.0 (52.4) (69.8) (81.4) 
Thornton New Tiger Indonesia 1.9 0 0 (65.4) (77.0) (86.5) (81.5) 
Weighted-average Return (42.6) (59.1) (77.0) (59.7) 
Jakarta Composite Index (50.3) (67.3) (81.4) (73.3) 
Note: As of March 1,1998 
Source: Datastream; Micropal Performance Analyst 
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TABLE A-5 
THAILAND EQUITY FUNDS VS. BANGKOK SET INDEX 
Fund Name Fund Star 3 Month 6 Month 1 Year 3 Year 
Size Rating % return % return % return % return 
Barclays ASFThailand 8.1 0 0 0 38.3 6.0 (36.9) (63.4) 
Fidelity Fds Thailand 172.0 0 0 33.9 2.1 (43.2) (64.2) 
HSBC Thai Equity 10.4 32.8 8.2 (30.3) 
lmPacAPThailand 0.9 25.2 (7.2) (48.2) 
JF Thailand 117.4 0 0 0 0 28.8 13.1 (5.8) (39.2) 
MBfThailand 0.3 0 2.3 (17.2) (47.9) (73.8) 
MFC lnvesco Thailand 1.1 14.1 (15.7) (42.3) 
Thornton New Tiger Thailand 12.5 0 0 0 28.4 3.2 (19.0) (48.7) 
Weighted-average Return 31.8 6.3 (28.1) (52.0) . 
BangkokSET Index 25.4 (16.3) (56.2) (76.2) 
Note: Asof March 1, 1998 
Source: Datastream; Micropal Performance Analyst 
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TABLE A-5 
JAPAN EQUITY FUNDS VS. NIKKEI 225 INDEX 
Fund Name Fund Star 3 Month 6 Month 1 Year 3 Year' 
Size Rating % return % return % return % return 
Aberdeen Prolific IFJap Gth 89.1 0 0 3.0 (16.6) (15.5) (23.8) 
ABN AMRO Japan Equity 135.2 0 0 0 0 2.0 (11.7) (0.8) (3.3) 
Aetna Japanese Equity A 0.2 0 0 0 (0.2) (18.1) (17.6) (22.8) 
Barclays ASFJapan 29.7 0 2.7 (17.9) (13.8) (33.2) 
BaringlUFJapan 19.9 0 0 1.5 (22.6) (23.5) (28.0) 
Chase Vista Japan Eq 45.2 0 0 0 (6.1) (11.8) (3.8) (9.8) 
Citi PF Japanese Equity 1.0 0 0 0.5 (13.2) (8.4) (23.0) 
CMIGNFJapanese Equity 0.1 0 0 (0.8) (15.5) (13.9) (27.7) 
Coutts GF Japan Eqty 0.8 0 0 0 0 (0.9) (13.4) (4.2) (14.3) 
Dresdner RCM Japanese 21.5 0 0 0 0 1.3 (18.5) (9.7) (8.4) 
Fidelity Fds Japan 3.0 0 0 0 (1.8) (12.3) (2.2) (16.1) 
Five Arrows GF Japan Rec 7.1 0 0 (0.9) (14.2) (11.7) (24.7) 
GAM Japan 924.9 0 0 0 0 0 1.4 (11.0) 1.9 26.9 
GAM Tokyo Fonds 129.8 0 0 0 0 (1.0) (13.9) (5.4) (0.2> 
Gar1more CSF Japan 0.6 0 0 (2.2) (21.0) (15.2) (27.7) 
Govett Japan Safeguard A 2.7 1.0 (3.1) 2.3 
Groupe lndosuez Japan 0.4 0 0 0 3.7 (13.7) (8.1) (19.3) 
GT Berry Japan B 55.9 0 0 0 0 0.7 (7.6) (1.6) 4.5 
Guinness Flight Japan 20.7 0 0 0 (1.1) (18.7) (14.9) (19.0) 
Henderson HFJapanese 2.6 0 2.0 (25.3) (26.7) (42.7) 
HSBC GIFJapanese Equity 59.4 0 0 0 0 2.0 (16.4) (3.6) (10.0) 
HSBC Japanese Eqty Tactical 2.2 12.9 (23.0) (22.0) 
lndosuez Japan Regional Gth 0.0 0 (2.4) (22.3) (20.6) (40.1) 
Inter Strategie Japan 0.5 0 0 0 0 2.3 (14.9) (7.5) (15.8) 
INVESCO PS Nippon Gth 0.1 0 (0.3) (16.6) (15.2) (31.3) 
JFJapan 1.0 0 0 0 0 1.8 (11.7) (5.4) (12.5) 
Manulife GF Japanese Gth 8.8 0 0 0 0 0 4.0 (8.0) 6.2 11.4 
Mercury ST Japan 41.3 0 0 0 0 (0.3) (15.7) (9.5) (8.3) 
Morgan Grenfell Jap Cap Gth 0.2 1.0 (16.0) (8.7) 
MorganStan leyJapaneseEq l 0.4 0 0 0 0 (2.3) (15.8) (5.8) (11.4) 
Newton UGF Japanese 14.3 0 0 0 0 0 3.3 (9.0) 10.1 3.1 
Nippon Fund 20.0 0 0 0 (1.7) (10.9) (3.2) (13.6) 
NomuraSFJapan 2.5 0 5.2 (41.0) (46.9) (72.1) 
RBC Gl Japan 0.1 0.0 (13.4) (4.5) 
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Schroder Asia Nippon 6.5 00000 0.3 (15.7) (3.9) (3.4) 
SchroderJapan 880.0 0 0 0 0 0 0.3 (14.9) (3.6) 0.5 
Seligman Japan - 8.1 (6.8) 
SHKJapan 0.2 0 0 (12.2) (22.8) (19.2) (30.1) 
Sogelux Fd Equities Japan 0.5 0 0 0 0.2 (14.6) (13.3) (20.1) 
Sun Life GP Japan Growth 0.0 0 0 (1.8) (18.0) (14.6) (31.8) 
Templeton GS Japan 1.5 (0.7) (16.1) 
TGA Japanese Equity 0.4 0 0 0 0.8 (19.7) (15.3) (24.0J 
Thornton New Tiger Japan 6.2 0 0 (1.3) (14.0) (8.7) (21.9) 
Weighted-average Return 0.8 (13.2) (2.5) 7.3 
Nikkei 225 Index 2.7 (11.8) (13.1) (24.3) 
Note: As of March 1, 1998 
Source: Datastream; Micropal Performance Analyst 
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TABLE A-5 
FAR EAST EQUITY FUNDS VS. MSCI FAR EAST INDEX 
Fund Name Fund Star 3 Month 6 Month 1 Year 3 Year 
Size Rating % return % return % return % return 
Aberdeen Prolific IF Asia Pacifi 116.0 0 0 0 3.1 (15.9) (25.1) (7.0) 
ABN AMRO Asian Tigers 47.6 0 0 0 0 7.6 (20.0) (35.2) (11.4) 
AEB Worldfolio 13 Asian Grwth 14.5 0 0 0 3.3 (35.9) (41.0) (19.9) 
Aetna Asian Equity A 52.3 0 0 0 0 6.4 (28.7) (40.1) (15.1) 
Aetna Emerging Asia A 12.6 1.5 (24.8) (34.7) 
AIG South East Asia 120.7 0 1.9 (31.2) (44.2) (33.1) 
Asia Plus Fund 1.0 (3.3) (21.4) (40.1) 
Barclays (Lux) Pacific Equity 68.9 0 0 0 0 0 4.0 (24.2) (28.3) 1.5 
Barclays ASF S E Asia 75.7 0 0 3.3 (28.9) (36.6) (21.1) 
Baring IUF Octopus 94.3 0 0 (1.3) (31.2) (38.0) (23.9) 
BT IIS Asian Growth 32.8 0 0 12.7 (23.7) (32.7) (20.3) 
Chase Vista SE Asia Eq 31.5 0 0 7.9 (23.6) (35.4) (22.1) 
Citi Asian Equity 4.8 0 5.3 (24.0) (38.7) (28.4) 
Citi PF Emrng Asian Mkts Eq 71.2 0 (0.8) (31.8) (64.8) (62.6) 
Citi PFInd Asia Pac Ex Japan 78.6 0 0 0 0 0 2.3 (14.7) (11.8) 22.6 
CMIGNF Emerging Asia 0.9 0 7.9 (24.8) (55.4) (50.2) 
CMIGNF S E Asian Equity 22.3 0 0 0 6.0 (26.0) (37.9) (20.1) 
Coutts GF Pacific Basin Eqty 55.1 00 7.9 (19.5) (36.6) (22.7) 
Crosby Asia Vision 3.0 (17.0) (51.2) (42.9) 
Dao Heng Asia 5.2 0 0 0 0 1.2 (34.4) (39.0) (13.1) 
Dresdner RCM Far East 6.2 0 0 8.9 (22.6) (32.9) (16.8) 
EKAsia 14.6 (3.8) (5.6) (2.4) 
EPIC MF Emerging Asian Eqs 7.6 3.5 (33.2) (37.1) 
EV Medallion Gr China Gth B 1.3 0 0 0 0 1.9 (33.4) (26.2) (8.6) 
Fidelity Fds South East Asia 353.0 0 0 0 0 9.3 (19.7) (32.8) (9.2) 
Five Arrows GF Asian Opps 6.6 0 0 1.6 (24.5) (37.5) (21.0) 
FL Trust Asia 21.0 00 (5.6) (40.6) (45.3) (24.7) 
GAM Asian 52.0 0 (6.5) (36.0) (41.8) (34.0) 
GAM East Asia 7.7 0 0 6.5 (34.1) (19.9) (20.8) 
Gartmore CSF Asia Pacific 17.6 0 (0.5) (33.5) (35.3) (23.3) 
Goldman Sachs Asia 199.6 0 0 4.3 (19.7) (33.6) (21.6) 
Groupe lndosuez Asia Pac 23.4 0 0 5.8 (24.2) (43.1) (24.0) 
GT Asian Enterprise B 34.3 2.8 (34.4) (34.8) 
GT Newly Indstrlsed Ctrys B 270.2 0 0 0 0 0 0.9 (34.3) (41.1) (5.6) 
Guinness Flight Asia 9.1 0 (7.5) (45.1) (47.8) (33.3) 
Hamon Asian Market Leaders 3.3 (2.1) (51.2) (41.4) 
Hamon Selected Asian 13.5 0 0 (6.9) (63.5) (55.9) (31.7) 
Henderson HF Pacific 19.9 0 0 0 3.6 (28.6) (28.5) (17.5) 
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HSBC Asian Countries Tactical 18.8 0 0 0 5.3 (24.0) (30.7) (14.6) 
HSBC GIFAsian Equity 104.5 0 0 0 4.7 (24.1) (35.4) (16.0) 
lmPac AP Asia 1.7 (16.6) (66.0) (70.2) 
lndosuez Asian Growth 79.8 0 0 0 7.7 (27.1) (35.7) (18.7) 
Inter Strategie Sud Est Asia 23.8 0 3.9 (40.8) (49.2) (32.5) 
INVESCO PS Asia Enterprise 17.2 0 0 0 0 0 9.6 (27.7) (29.6) 2.9 
INVESCO PS AsiaTiger Gth 40.0 0 0 0 0 3.9 (32.4) (36.0) (12.9) 
JFAsia Select Trust 9.8 0.7 (24.8) (37.6) 
JF Asian Emerging Mkts Tst 24.1 0 6.9 (23.1) (23.8) (25.1) 
JF Eastern 215.8 0 0 0 5.8 (25.7) (32.2) (12.1) 
M.Lynch Dragon Portfolio 0 31.9 0 0 0 (0.9) (28.0) (40.3) (20.0) 
Manulife GF Tiger 6.7 0 5.2 (23.5) (32.7) (47.5) 
MBf Oriental Growth 0.2 0 0 2.7 (36.8) (41.5) (29.6) 
Mercury ST Asian Emerg Mkts 5.8 4.5 (23.6) (35.7) 
Mercury ST Pacific 15.4 0 0 3.1 (22.7) (32.7) (22.7) 
Morgan Stanley Asian Equity I 86.4 0 (0.2) (36.4) (42.8) (33.8) 
Newton UGF Asian Growth 11.8 0 0 0 5.8 (12.4) (22.0) (10.1J 
NM ASF Pacific Opps 9.5 (0.9) (42.0) (26.5) 
NM Pacific 69.9 0 0 0 0 0 2.5 (33.6) (34.0) (1.2) 
Nomura SF Asia 2.3 0 0.6 (31.4) (39.9) (30.5) 
Nomura SF Asia Emer. Mkts 0.9 0 (6.6) (44.6) (40.7) (46.1) 
OMI Galileo Emerging Asian 5.2 2.6 (24.9) (40.2) 
RBC Gl Asian Gth 10.7 5.6 (27.3) (34.8) 
Schroder Asian 134.3 0 0 (6.3) (41.3) (45.7) (24.3) 
Schroder Asian Emg Mkts 20.3 22.5 (19.8) (27.1) 
SHK Oriental Emerg Econ 0.1 0 0.3 (34.0) (50.3) (49.3) 
SHK Oriental Growth 0.2 0 0 0 (2.1) (33.1) (40.5) (14.8) 
Templeton GS Asian Growth 34.8 Q (5.5) (35.1) (39.5) (28.2) 
TGA Pacific Basin Equity 34.0 QQQQ 5.8 (22.9) (31.3) (13.4) 
Thornton Asian Infrastructure 13.8 (1.7) (29.6) (39.8) 
Thornton Little Dragons 34.3 0 0 0 0 0.2 (42.2) (35.8) (7.3) 
Thornton Tiger 40.8 QQ 6.0 (22.9) (32.8) (20.9) 
Worldsec Dynasty 6.9 0 0 (1.5) (34.0) (29.7) (18.2) 
Weighted-average Return 3.4 (27.4) (36.0) (15.7) 
MSCI Far East (excl. Japan) 8.0 (25.7) (35.8) (27.8) 
Note: As of March 1, 1998 
Source: Datastream; Micropal Performance Analyst 
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TABLE A-5 
U.S. EQUITY FUNDS VS. DOW JONES INDUSTRIAL INDEX 
Fund Name Fund Star 3 Month 6 Month 1 Year 3 Year 
Size Rating % return % return % return % return 
Aberdeen Prolific IF American 125.4 0 0 0 7.5 11.2 29.5 115.8 
ACMGI American Growth Ptf 21.8 0 0 0 0 17.0 18.3 42.8 135.5 
AEB Worldfolio 8 US Cons Eqs 40.5 0 0 0 0 9.6 13.9 31.6 121.4 
AEB Worldfolio 9 US Aggr Eqs 32.1 0 0 0 10.2 10.2 22.9 110.4 
Aetna American Equity A 15.7 0 0 0 0 7.4 13.1 34.9 128.4 
AIM Capital Constellation A 4.7 6.7 3.8 
Aim Capital Weingarten A 2.0 9.5 13.4 
Chase Vista US Large Cap Eq 71.7 0 0 8.5 14.9 30.6 98.9 
CIBC PCF North American Eq 5.3 8.6 14.4 
Citi PF US Earnings Growth 86.9 5.7 8.6 23.4 
CMIGNFUSEquity 43.7 0 0 6.4 14.1 23.2 96.6 
EPIC MF US Large Cos 9.9 10.0 14.5 32.0 
Fidelity Fds America 569.0 QQ 9.6 15.4 33.5 103.1 
GAMerica 72.1 0 8.7 12.5 23.9 76.5 
Govett US Safeguard A 28.2 (0.1) 5.0 12.7 
JF American Growth 86.9 OQQO 9.8 17.5 38.4 135.6 
M.Lynch Basic Value Portf 0 43.5 0 0 6.4 9.9 27.3 99.8 
MFS American US Emg Gth B1 30.1 OQOO 8.0 10.4 35.1 122.3 
MFSAmericanUSEquityB1 20.0 QOO 9.4 16.0 30.2 114.8 
Morgan Stanley US Eq Growth 122.5 0 0 0 0 0 16.6 24.5 35.2 147.7 
PRICOA WWIPUS GthA 41.5 0 6.2 9.4 23.7 90.7 
RBCGIUSA 34.7 6.3 5.9 23.0 
Scudder GOF US Growth A-2 52.6 0 6.9 12.2 27.6 98.0 
Sun Life GP American Growth 38.5 0 0 0 0 0 9.1 14.0 33.4 140.7 
Weighted-average Return 9.1 14.3 30.6 98.8 
Dow Jones Industrial Index 9.2 12.1 24.3 113.1 
Note: As of March 1，1998 ‘ 
Source: Datastream; Micropal Performance Analyst 
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TABLE A-5 
E U R O P E E Q U I T Y FUNDS V S . MSCI EUROPE INDEX 
Fund Name Fund Star 3 Month 6 Month 1 Year 3 Year 
Size Rating % return % return % return % return 
ABN AMRO Europe Equity 196.4 0 0 0 0 0 20.6 27.8 42.2 127.4 
AEB Worldfolio 10 Euro Eqs 112.0 0 0 0 0 15.8 23.5 36.8 106.0 
AIG Europe 31.9 0 11.7 16.0 18.5 76.3 
Barclays (Lux) Euro Equity 247.4 0 0 0 0 16.0 23.3 34.4 104.2 
Baring Europe Select Feeder 59.8 9.2 8.1 15.5 
Baring IUF Europa 102.5 0 0 0 16.0 22.9 36.6 97.0 
BT IIS European Growth 126.4 0 0 0 0 0 24.7 27.6 38.0 137.8 
Chase Vista Europe Eq 128.3 0 0 17.1 22.4 27.2 81.5 
CIBC PCF European Equity 8.0 0 15.9 17.6 26.4 52.2 
Citimarkets European Equity A 17.1 16.4 20.1 29.3 
EPIC MF Euro Equities 18.0 16.1 23.8 36.5 
GAM Pan European 204.9 0 0 12.0 14.1 26.7 84.7 
Gartmore CSF Europe 6.6 17.6 25.1 38.3 
GT Europe B 366.4 0 0 0 0 17.7 23.4 29.3 106.1 
Guinness Fl IF Euro Equity 22.2 0 0 14.4 20.7 32.0 92.1 
HSBC Euro Countries Tactical 22.4 0 0 15.7 20.2 34.4 84.7 
HSBCGIFPan-European 59.1 0 0 0 0 15.5 20.5 36.2 109.9 
Inter Strategie Euro 61.4 0 16.6 15.1 31.1 71.3 
INVESCO PS European Gth 56.0 0 0 0 21.7 28.3 27.4 103.8 
JF European 54.6 0000 16.8 23.0 36.3 106.7 
M.Lynch Euro Equity Portf 0 27.5 0 0 9.2 15.7 29.0 86.7 
Manulife GF European Gth 14.7 0 0 0 0 15.6 18.3 35.1 105.6 
Mercury ST European 240.8 000 15.3 20.4 30.5 98.4 
Morgan Grenfell Euro Cap Gth 98.4 10.6 9.1 4.9 
MorganStanleyEuroEquityl 156.4 0 10.4 14.2 24.8 68.7 
OMI Galileo Euro Stkmkt 119.4 0 0 0 9.6 14.4 22.7 88.9 
PRICOA WWIP European Gth 34.5 0 0 12.4 18.1 26.3 83.1 
Schroder Asia European 38.1 0 0 16.1 21.0 26.5 81.4 
Sogelux Fd Equities Europe 49.2 0 16.5 22.1 32.2 75.5 
Sun Life GP European Gth 4.0 0 0 18.8 26.2 42.9 83.9 
Templeton GS European 13.1 0 9.9 14.1 23.0 59.6 
UBZE-Fund 35.6 0 0 0 15.9 24.0 37.3 100.5 
Weighted-average Return 15.6 20.5 30.1 91.2 
MSCI Europe (incl. UK) ^ ^ 2 ^ 3 ^ 89.2 
Note: As of March 1, 1998 
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